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Chile’s Stabilization Fund 


Following consultations between the Government of 
Chile and the International Monetary Fund, it has been 
decided to extend Chile’s $35 million stand-by arrange- 
ment with the Fund for another year from April 1, 1957. 
This arrangement, under which no drawings have been 
made to date, was initiated a year ago in connection with 


a Chilean program of exchange reform and economic 


Trade of Countries in ECAFE Region 


In the first nine months of 1956, the value of exports 
of countries, excluding Mainland China, in the ECAFE 
region was 6 per cent greater than in the first nine months 
of 1955. This increase was due to an expansion in volume, 
since prices on the whole were declining. The value of 
imports increased by 20 per cent, because of higher prices 
and a substantially larger inflow of capital goods for 
development purposes. The terms of trade worsened for 


most of the countries in the group. 


Consumer goods and materials intended chiefly for 
the production of consumer goods continued to decline as 
a percentage of total imports—from 71 per cent in the 
entire year 1951 to 69 per cent in 1955 and 61 per cent 
in the first six months of 1956. The combined share of 
imports of capital goods and materials for the production 
of capital goods thus rose to 36 per cent. 

On the whole, the import policies of the region are 
gradually becoming less restrictive, as far as quantitative 
restrictions and discrimination against hard currencies are 
concerned. Also, much stress is being placed on promoting 
exports, through such measures as reduction of export 
duties, payment of export premiums, enlargement of re- 
tention quotas, liberalization of export licenses and 
quotas, and establishment of export promotion councils. 
At the same time, there is a tendency to adopt measures 
to restrict nonessential imports in order to conserve for- 
eign exchange for priority items. 

Despite a larger trade deficit in the first nine months 
of last year, the combined foreign exchange reserves for 
the eight countries for which data are available (Burma, 
Ceylon, India, Indonesia, Japan, Pakistan, the Philip- 
pines, and Thailand) were only slightly less than in 1955; 
in fact, the decrease in the total was due entirely to de- 
creases in the exchange reserves of India and Indonesia. 
For some countries (Burma and the Philippines), a flow 


of capital from within the region, in the form of repara- 


stabilization. At that time, the Chilean Government also 
announced credits of $30 million from private banks in 
the United States and a $10 million exchange agreement 
with the U.S. Treasury. It is understood that these ar- 
rangements also have been extended for one year. 
Fund, Press Release, 
Washington, D.C., April 1, 1957. 


Source: International Monetary 


tions from Japan, began to be an important factor. Also 
of importance for certain countries were loans received 
from the International Bank for Reconstruction and De- 
velopment and from the Export-Import Bank of Wash- 
ington, aid under the Colombo Plan, and substantial as- 
sistance in various forms from the United States. A new 
fac tor, whose effect on balances of payments should be 
more evident in the future, is aid from the centrally 
planned economies; the U.S.S.R. has entered into large 
long-term credit agreements for specific projects with 
Afghanistan, India, and Indonesia. 
Seurce: Economic Commission for Asia and the Far 
East, Economic Survey of Asia and the Far East, 
1956, Bangkok, Thailand, February 1957. 


Europe 
ECCS Bond Issue in United States 


The European Community for Coal and Steel (ECCS) 
recently floated its first loan on the U.S. market. The offer- 
ing consists of $25 million of 5'2 per cent secured bonds 
due April 1, 1975 and $10 million of 5 per cent serial 
secured notes due on April 1, 1960, 1961, and 1962. Both 
bonds and notes are priced at 100. This transaction is the 
second public flotation by the High Authority since its 
creation in 1951. The first was a $12 million 4!% per cent 
loan floated last year on the Swiss market. 

The proceeds of the new loan will provide funds for 
coal and steel enterprises in the countries which are 
members of the ECCS: Belgium, France, the Federal Re- 
public of Germany, Italy, Luxembourg, and the Nether- 
lands. According to Mr. Mayer, President of the High 
Authority, the largest share of the loan is expected to be 
used to increase coal production in West Germany and to 
finance a new steel plant in Italy. 

Source: The Journal of Commerce, New York, N.Y., 
April 9, 1957. 
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U.K. Economic Survey 

The Economic Survey of the U.K. Government strongly 
emphasizes the continuing need for increasing exports. 
The outlook for 1957 will continue to be dominated by 
balance of payments requirements. The current balance, 
though considerably improved in 1956, was still inade- 
quate for enabling the United Kingdom to meet all its 
overseas commitments and to start building up the re- 
serves to a point at which they are strong enough to take 
in their stride a temporary reverse, such as that suffered 
recently. 

In a general assessment of the economy in 1956, the 
Survey states that the Government’s policy of disinflation 

which was designed to encourage exports, check im- 
ports, and stabilize prices—was, on the whole, successful. 
Consumption was progressively checked, and exports 
expanded more than internal demand. The investment 
boom continued, but the rate of expansion was slower. As 
in 1955, there was more emphasis on investment in indus- 
trial development than in housing. Industrial production 
as a whole scarcely changed from the level reached in 
1955, since the fall in output of cars and other consumer 
durable goods practically offset gains elsewhere. The 
expansion in exports actually achieved consisted mainly 
of capital goods, for which domestic demand was also 
strong. 

The reduction in the pressure of demand alleviated the 
shortage of labor which had become intense in 1955 but 
did not cause any serious increase in unemployment. The 
rising trend in wages and prices, which had been very 
marked in 1955, remained a source of anxiety. 

\ sharp improvement in the balance of payments on 
visibles was the outstanding change in the current ac- 
count balance in 1955 and 1956. The value of exports 
increased by about 10 per cent, while that of imports rose 
by only 1 per cent; as a result, the deficit on visibles fell 
from £359 million in 1955 to £59 million in 1956. Changes 
in the other current account items virtually canceled each 
other out, so that the result in the whole balance of pay- 
ments on current account was an estimated surplus (in- 
cluding defense aid) of £233 million in 1956, in compari- 
son with a deficit of £79 million in 1955. The Suez crisis 
interrupted the improvement that was taking place in the 
external financial position, and the loss of foreign confi- 
dence resulting therefrom led to pressure on the reserves. 
Defense measures had to be taken to restore the position. 
A drawing was made from the International Monetary 
Fund, and other reserves were mobilized. As a result, the 
sterling area's gold and dollar reserves at the end of the 


year were slightly higher than at the end of 1955. 


Source: The Times, London, England, April 3, 1957. 


U.K. Gold and Dollar Reserves 


The sterling area’s gold and dollar reserves increased 


by $62 million during March, and at the end of the 
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month they amounted to $2,209 million. Receipts included 
$5 million received as defense aid from the United 
States and $17 million from the European Payments 
Union in settlement of the February surplus. Among the 
special payments were $8 million as a quarterly install- 
ment on the Canadian interest-free loan and $3 million to 
creditors of EPU under bilateral agreements. 

A substantial portion of the $67.5 million drawn by 
India from the International Monetary Fund in March 
probably was added to the sterling area’s reserves. India 
had also drawn $60 million from the Fund in February. 
The Times estimates, however, that India may have drawn 
some $40 million from the sterling area’s reserves be- 
tween February | and March 1 and a further $20 million 
by the end of the third week in March. 

Provisional figures issued by the Treasury show that 
the United Kingdom had a deficit of £3 million with the 
EPU in March. Three quarters of this will be paid to the 
Union in gold or dollars in April. 

The sterling exchange rate, which rose sharply on 
April 2 on the news that the shipbuilding and engineer- 
ing strikes were to be called off. gained ground especially 
in continental centers. The rate against the U.S. dollar. 
however, is being affected persistently by the need for 
paying for additional dollar oil. Forward rates, which 
normally reflect speculative movements of currencies, 


narrowed further in favor of the pound. 


Source: The Times, London, England, April 4, 1957. 


Cash Budget of Netherlands Treasury 


Data on the cash budget of the Netherlands Treasury 
(i.e., actual cash expenditure and revenue, exclusive of 
debt operations) show a reduction in the actual deficit 
from f. 149 million in 1955 to f. 50 million in 1956; how- 
ever, the reduction was due at least in part to incidental 
factors. The increase of f. 916 million in tax receipts, for 
instance, resulted partly from a delay in income tax 
assessments during 1955 and a speed-up in the collection 
of the tax on corporate profits in 1956. Also, cash expen- 
diture, which increased by f. 542 million, would have 
been f. 170 million higher if the reform of the civil pen- 
sion funds, which had been assumed in the 1956 budget, 
had been passed by Parliament last year. 

The Treasury's net borrowing of f. 262 million in the 
capital market was more than sufficient to finance the 
cash budget deficit. However, the scarcity of funds in 
the money markets forced various public institutions to 
withdraw deposits held with the Treasury, and commercial 
banks and private individuals reduced their holdings of 
treasury paper by f. 304 million. The Treasury therefore 
drew down its cash balances and placed treasury paper 
with the central bank in the first half of the year. In the 
second half, when the Treasury had a cash surplus, it was 


able to replenish its cash balances to some extent. Over 
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the whole year, outstanding treasury paper was reduced 
by f. 166 million and cash balances by f. 211 million. 
The acceleration in the redemption of foreign debt was 
discontinued; repayment of foreign debt in 1956 was 


limited to contractual obligations. 


Source: De Maasbode, Rotterdam, Netherlands, March 14, 


1956. 


Denmark's Economic Position 


The economic forecast for 1957, published by the 
Danish Government in its annual Economic Survey, indi- 
cates that Denmark’s industrial exports will continue to 
increase, but that the rate of increase will slow down: 
instead of expanding by 18-20 per cent, as in recent years. 
such exports may rise about 10 per cent in 1957. It is 
estimated that the volume of agricultural exports will 
increase but that, in view of the prices prevailing in 
February 1957, there will not be any rise in their value. 
The merchant marine may earn some DKr 200 million 
more in 1957 than in 1956. Consequently, total foreign 
exchange earnings in 1957 may increase by something 
like DKr 500 million. 

With regard to domestic demand, a small expansion 
of building and construction is estimated, as a result of 
an increase in government building and construction 
activity and a slight increase in housing construction 
and nonagricultural building activity. The total rise in 
building and construction is estimated at DKr 100 mil- 
lion, equal to 3 per cent of the total budget. 

In the government budget, receipts on current account 
in the fiscal year 1957-58 are expected to rise by DKr 200 
million, and the current and investment budget is ex- 
pected to increase by DKr 225 million. This will result 
in a surplus of DKr 400 million for the current and 
investment budget, compared with DKr 415 million in 
fiscal 1957. On capital account, new government lending 
(primarily for housing construction) and debt services 
are estimated at DKr 1,025 million, while capital receipts 
(installments on government building loans) are esti- 
mated at DKr 170 million. With the surplus from the 
current budget, this will leave a deficit on capital account 
of DKr 455 million, of which the premium on purchases 
of motorcars (under the dollar export incentive scheme) 
should yield DKr 100 million; hence, the Minister for 
Finance will have to borrow some DKr 350 million. 

Consumption is expected to increase as a result of 
the general expansion of activity. Hence, imports will 
rise and, with the expected increase in import prices, an 
increase of DKr 600-700 million in the total value of 
imports is estimated. This would result in a net foreign 
exchange deficit of DKr 200-300 million in 1957. 

The total available supply of goods and services in 
1956 is estimated in the Economic Survey at DKr 23,575 


million in terms of 1949 prices; this is DKr 550 million 


more than in 1955. Of the total. public consumption ac- 
counted for DKr 2,700 million (1955, DKr 2.665 mil- 
lion): private consumption excluding motor vehicles at 
DKr 14.850 million (1955. DKr 14.690 million) : 
cars and motorcycles at DKr 500 million (1955, DKr 515 


motor- 


million): fixed gross investments at DKr 5,200 million 
(1955, DKr 5.190 million) ; 


and livestock holdings at DKr 325 million (1955, decrease 


and increases in inventories 


of DKr 35 million). Thus, the greatest change from 1955 

to 1956 was in inventories and livestock holdings. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen. Denmark, March 29, 1957. 


Finnish Economic Program 


On March 21, the Finnish Government introduced in 
the Diet (Parliament) a two-year stabilization program 
which aims at improving the budget. controlling the 
expansion of credit, introducing a global quota system 
for most imports from Western countries, and arriving at 
a solution to the wage and farm income problems. The 
legislative program has been approved in principle by 
the Diet. 

The Government introduced amendments to present 
laws which will improve the budget balance by about 
Fmk 20 billion this year and by Fmk 25 billion in 1958. 
In regard to children’s allowances, only three fourths, or 
Fmk 10,800, of the annual allowance of Fmk 14,400 per 
child will be paid in cash; the remainder, Fmk 3,600, will 
be deposited in a special account in the Post Office Sav- 
ings Bank. Each child will have his own account; the 
deposit will carry interest; and the amount on deposit 
will be tied to a cost of living index in such a way that 
the deposit will be increased by half of any rise in the 
index. The deposit will be paid to the child when he 
reaches his seventeenth birthday. 

After the general strike in March 1956, when wage 


increases were granted, the corporate income tax was 
lowered from 38 per cent to 32 per cent. and the property 
tax from 1.0 per cent to 0.8 per cent, to offset some of 
the increase in wage costs (see this News Survey, 
Vol. VIII, p- 302). These taxes will now be raised to the 


prestrike level. 

It is estimated that Fmk 7 billion more will be needed 
in 1957 than in 1956 to operate the National Pension 
System. In order to meet part of this increase, the pre- 
mium paid by both employees and employers has been 
increased by !» per cent; thus the total premium will be 
raised from 2 per cent to 3 per cent of the wage bill. 

The tax on tobacco has been increased by 20 per cent. 
At present, the price of tobacco products in Finland is 
low, compared with that in neighboring countries. Sub- 
sidies on gasoline, kerosene, crude oil, concentrated fod- 


der, lime, and fertilizers are to be reduced. The annual 
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subsidy paid to milk producers was reduced earlier this 
year. 

The Government will appoint a committee to make 
proposals for a further cut of Fmk 25-30 billion in gov- 
ernment expenditure. The recommendation of the com- 
mittee is to be made in time for use in the preparation 
of the 1958 budget. 

\ tax on exports will be levied in order to prevent a 
sudden and large increase in export earnings from 
threatening to upset internal stability. This tax cannot 
exceed 20 per cent of a commodity’s export price, and 
the proceeds will be used to retire government debt. The 
Government will decide when such a tax should become 
effective. 

\ law of compulsory reserve requirements has been 
introduced. When it becomes effective. the banks will 
deposit a certain percentage of any increase in deposits 
in an account in the Bank of Finland. 

The licensing system for imports has been replaced 
by a global quota system for a large part of imports 
from the Western countries. Under the new system, import 
licenses granted will equal 70-75 per cent of average 
licensing in 1956. 

In regard to wages, the Government has proposed to 
the trade unions and the employers’ association that the 
collective agreements which have been renewed since 
November 28, 1955 should be extended. Wage earners 
would be compensated by higher wages for two thirds of 
the increase in the cost of living index which has oc- 
curred or may occur between November 1955 and the 
fourth quarter of 1958. Wage adjustments would be 
calculated separately for each industry; and the adjust- 
ments would be made in August of 1957 and 1958, at the 
same time that farm income is adjusted. No increase in 
wages would be granted now. This proposal has not yet 
been accepted by the Trade Unions. 

The Government recommends that, starting in 1959, a 
new retail price index should be substituted for the pres- 
ent cost of living index when wage adjustments are being 
determined. The linking of wages and the retail price 
index should not be automatic, but negotiations should 
take place to determine if the general economic situation 
permits wage increases. 

The present law governing the determination of farm 
income—-which was voted in May 1956 and covers the 
three crop years that started September 1, 1956—will 
be amended in such a way that adjustments of farm 
income will be made only if the general level of wage 
earnings increases by more than 2.5 per cent per year. 
The 2.5 per cent is estimated as representing the annual 
increase in productivity of labor. The Government pro- 


poses that adjustments of the farm income also should be 


linked to the new retail price index, beginning in 1959. 
Hufvudstadsbladet, Helsinki, Finland, March 21 
and 23, 1957. 


Sources: 





Liberalization of Gold Trade in West Germany 

Effective April 1, the import of gold by West Germany 
from the OEEC area has been liberalized; also the 
acquisition, sale, and manufacture of gold have been gen- 
erally authorized. The freeing of gold imports constitutes 
further progress toward convertibility. The price at which 
gold bars will be bought in Germany should be only 
slightly above the official U.S. rate of $35 per ounce, the 
premium corresponding to the difference between the 
parity of the deutsche mark and the quotation for the 
partly convertible deutsche mark. 
Source: Neue Ziircher 


April 1, 1957. 
Middle East 


Payment of Suez Canal Tolls 


The Egyptian Canal Authority has announced a tem- 


Zeitung, Zirich, Switzerland, 


porary arrangement for the collection of Canal dues. 
Payments for ships not under charter or which are under 
voyage charter will be made from the country of domicile 
of the owner. Ships under charter other than voyage 
charter must have their tolls paid from the country of 
the charterer. Tolls should be paid in Egypt in Egyptian 
pounds by debiting a shipping account relative to the 
country of domicile of the payer. For this purpose, ship- 
ping accounts should be paid in the following currencies: 
from Western Europe, Danish kroner, Norwegian kroner, 
Swedish kronor, Belgian francs, free Netherlands guilders, 
Italian lire, deutsche mark (on condition that all these 
currencies are freely convertible) ; from India, in rupees; 
from all other countries, in U.S. dollars, Canadian dollars, 
free Swiss francs. Payments may also be effected in other 
currencies acceptable to the Canal Authority. The pay- 
ments must be made by means of a check stamped with 
the name of the account holder and the designation of 
the shipping account. 

Source: The Journal of Commerce, New York, N.Y.., 

March 27, 1957. 


Cotton in Egypt 

The third official estimate of Egypt’s 1956-57 cotton 
crop places production at 1,464,000 bales (500 pounds 
gross), which is 1 per cent less than the second estimate 
of the same crop and 5 per cent below the final estimate 
of 1,535,000 bales for the 1955-56 crop. The fourth and 
final estimate will be issued about April 15. Production 
of extra long staple cotton (over 1% inches), mostly 
Karnak and Menoufi, was 7 per cent higher than the 
final estimate for 1955-56. Production of medium long 
staple (over 114 inches) was 12 per cent less, and of 
long staple (over 14g inches) 10 per cent less, than the 
final estimate of the 1955-56 crop. 
Source: Department of Agriculture, Foreign Crops and 

Markets, Washington, D.C., March 4, 1957. 
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Far East 


India’s Foreign Exchange Requirements 


The Government of India’s White Paper on the Budget, 
1957-58, estimates that the gap in foreign exchange re- 
sources during the Second Five Year Plan period ending 
March 1961 will be substantially larger than the original 
estimate of Rs 11 billion (US$2.31 billion). The Finance 
Minister has recently stated that the total foreign ex- 
change deficit is expected to be of the order of Rs 15 
billion ($3.15 billion), which implies that the amount 
of external resources other than Reserve Bank sterling 
balances available to both the public and the private 
sectors will have to be much more than the Rs 9 billion 
($1.89 billion) envisaged by the Plan. 

The Minister also stated that current foreign exchange 
($945 


million). With these resources, a continuation of aid at 


availabilities are approximately Rs 4.5 billion 


about the current level from the United States and Co- 
lombo Plan countries, and a moderate inflow of private 
foreign capital, total foreign exchange resources in sight 
come to only about 50 per cent of total requirements. 
Foreign loans and grants expected in 1957-58 amount to 
Rs 1.35 billion ($284 million), against Rs 0.65 billion 
($137 million) in 1956-57. 

Addressing the 


House of 


March 23, the Minister denied that the Government was 


Lower Parliament on 
about to reduce the scope of the Plan, as had been urged 
by an adviser to the Planning Commission in a recent 
broadcast. 


Sources: Government of India, White Paper on the 
Budget, 1957-58, New Delhi, India: The States- 


Edition), Calcutta, 


man (Overseas India, 


March 30, 1957. 


Measures to Promote Investment in Viel-Nam 


In an effort to encourage investment, the Government 
of Viet-Nam has outlined a new program of fiscal exemp- 
tions and other privileges that will apply particularly to 
foreign capital but also to domestic capital. No national- 
ization or expropriation measures will be taken against 
any new investment, without fair and equitable compen- 
sation. New buildings for enterprises that the Government 
desires to encourage will be exempt from the real estate 
tax for a three-year period. The stamp tax will not be 
applied to corporation charters. New agricultural prod- 
ucts will be exempt from the land tax until the year when 
the first crop is harvested. Mines will be granted the fol- 
lowing exemptions from the tax on industrial, commer- 
cial, and agricultural profits: 100 per cent during the 
first year of actual operation; 25 per cent during the 
second and third years; 25 per cent for profits ploughed 
back into the enterprise. Investment goods whith. are 


imported without a request for foreign exchange from 


Viet-Nam will be exempt from customs duties. Goods im- 
ported on a foreign exchange allocation will pay only 
50 per cent of the minimum duties and of the general 
internal tax of 6 per cent. Tariffs will be reduced on 
parts imported for assembly in Viet-Nam. The transfer 
both of savings, bonuses, etc. of foreign technicians and 
of industrial and agricultural profits will be permitted 
in accordance with existing regulations. Bonuses equal 
to the duties paid on imported raw materials will be 
granted to exporters of certain products. A premium 
varying with the economic importance of the investment 
concerned and with the origin of the foreign capital in- 
vested will also be granted. 

Repatriation, to the extent of 20 per cent per annum, 
of foreign capital invested in Viet-Nam will be author- 
ized five years after an enterprise begins operations. 
Viet-Nam 


Source: L’Information du Economique et 


Financiere, Saigon, Viet-Nam, March 7, 1957. 


United States and Canada 


U.S. Business Conditions 


The U.S. economy continues to show signs of both 
strength and weakness in different sectors of activity. 
Industrial production in March did not increase as much 
as usual in that month, steel production fell, and housing 
construction continued to decrease. On the other hand, 
employment, incomes, and consumption continued to rise 
steadily. On balance, the strong sectors in business offset 
the areas of weakness, and there is no evidence that the 
rise in gross national product has been halted. 


The principal area of weakness is industrial production. 





In the five months from last October through February, 
the Federal Reserve Board seasonally adjusted index 
remained at 146 (1947-49=100) except in one month, 
December, when it rose to 147. In March, however, the 
output of several industries, including steel and automo- 
bile, declined; and the increases that occurred in the 
production of petroleum and other products may not be 
sufficient to offset these losses. 

In the first two months of 1957, business firms reduced 
the rate at which inventories were being accumulated. 
Total manufacturing and trade inventories increased by 
only $200 million per month, on a seasonally adjusted 
basis, which is considerably below the average monthly 
rise of $700 million during the last quarter of 1956 and 
is the smallest monthly rise since early 1955. Although 
about one half of the $5.4 billion increase since Febru- 
ary 1956 was due to the rise in prices, the slowing down 
of inventory accumulation this year has reflected mainly 
a decrease in the rate of physical accumulation. 

The shift in inventory policy may not have strong 
effects on the economy as a whole, however, since it comes 


at a time when the final demand from consumers. busi- 
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nesses. and Government is being maintained at peak 
rates. In March, consumers continued to purchase from 
retail stores at the same rate as in the preceding three 
months. The annual Survey of Consumer Finances con- 
ducted by the University of Michigan for the Federal 
Reserve Board reveals that consumers generally intend 
to maintain their present levels of spending. Federal 
Government outlays in the first eight months of the fiscal 
year 1957 were 5 per cent higher than in the correspond- 
ing period of fiscal 1956, and the expenditures of the 
Department of Defense in the three months, January- 
March 1957, averaged one-sixth more than last year; the 
latter outlays are already running above the $38 billion 
rate proposed in the 1958 budget. State and local govern- 
ments are increasing their public works programs, and 
outlays on all types of public construction (including 
federal) were at a new peak in the first two months of 
the year. Businesses are planning to spend $37.4 billion 
on new plant and equipment during 1957—6!% per cent 
higher than in 1956 (see this News Survey, Vol. IX, 
p. 298). Since most of the scheduled rise in investment 
from 1956 to 1957 had already been accomplished by the 
first quarter of 1957, businesses will have to increase 
their spending by less than 2 per cent more in order to 
attain the investment goal for the full year. Second quar- 
ter outlays are already estimated at an annual rate of 
$38 billion, and estimates of investment in the second 
half of 1957, although still very tentative, are expected to 


be close to the first quarter rate. 


The First National City Bank of New York. 
Monthly Letter on Business and Economic Con- 
ditions, April 1957, and The Journal of Com- 
merce, April 9, 1957, New York, N.Y. 


Soure es: 


Increase in Canada’s Steel Capacity 


The rated ingot capacity of Canada’s steel furnaces 
reached 5.5 million net tons per annum as of January 1, 
1957, © per cent more than a year earlier. In the past two 
years there has been a cumulative increase of 12.7 per 
cent in annual capacity; in the past five years the addi- 


tion has totaled about 1.9 million tons, or 51.6 per cent. 


Source: The Globe and Mail, Toronto, Canada, March 25, 
1957. 


Other Countries 


Australian Import Restrictions 


The Prime Minister of the Commonwealth of Australia 
announced on April 1 the decision to permit additional 
imports to the value of £A 75 million per year, thus 
raising to £A 775 million the limit for imports in the 
financial year beginning July 1, 1957. It is expected that 


export income in the financial year ending June 30, 1957 


will be considerably more than £A 900 million, and that 
there will be a trade surplus in excess of £A 200 million, 
in contrast to a deficit of £A 46 million in the year ended 
June 30, 1956. International reserves will probably in- 
crease by £A 150 million, bringing the total to over 
£A 500 million by June 30, 1957. 

Amplifying the Prime Minister’s statement, the Min- 
ister for Trade said that the relaxations which would come 
into force immediately would be spread over a wide 
range of commodities. All quotas for Category B goods, 
covering chiefly consumer goods, will be increased by 
66-., per cent; and Category A quotas for consumer-type 
goods will be increased substantially. In addition, in- 
creases will also be made in the quotas of some items in 
Category A and in allocations for some goods in the 
Administrative Category, permitting increased imports 
of equipment and raw materials, to enable industry to 
achieve more economical production. 

The Minister also stated that the Government is review- 


ing the entire question of imports of motor vehicles and 
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components and additional licensing needs arising in 
connection with projected developments in this industry. 
Certain administrative changes have been made to sim- 
plify the work of importers in placing orders and import- 
ing. The most important of these changes is the abolition 
of subcategories in Category B, thus permitting inter- 
changeability of licenses for goods in the Category. 


Source: The Times, London, England, April 2, 1957. 


South African Economic Developments and Budget 

The national income of the Union of South Africa 
increased by nearly 3.5 per cent, to £1,545.7 million, in 
the year ended June 1956. Income accruing to non-Union 
factors of production amounted to £206.2 million, so 
that the total 
£1,751.9 million, compared with £1,672.5 million in the 


preceding 12 months. Of the total increase of £79.4 mil- 


+ oko ; wet oi 
geographical” income in 1955-56 was 


lion in geographical income, about £30 million was ac- 
counted for by the mining sector, with gold mining con- 
tributing no less than £24 million, largely because of 
increased profits from uranium. Mining contributed 
£231.1 million to total income. The contribution of the 
£251.7 


million, or £9.3 million greater than in 1954-55, and that 


agriculture, forestry, and fishing group was 


of private manufacturing amounted to £409.6 million, or 
£3.7 million above the corresponding figure for 1954-55. 
National accounts for the calendar year 1956 are not yet 
available, but it would appear that there was a slight 
increase in real national income and that gross domestic 
capital formation in 1956 did not differ substantially 
from the figure registered in 1955, which was £472 mil- 
lion and equaled 26 per cent of gross national product. 
The principal industry in which there was actual retro- 
gression in 1956 was the building industry. Employment 
in building was 7 per cent below that in 1955, and the 
value of building plans passed in the principal urban 
areas declined by 15 per cent. The Government has an 
nounced plans that will help to check the decline in 
building activity. The employment figures in all other 
sectors of the economy were somewhat higher in 1956 than 
in 1955, but the increases were not so large as in the 
preceding few years. 


For the first time in its history, South Africa’s balance 


of payments on current account showed a surplus. The 


favorable balance of £10 million resulted from a rise in 
merchandise exports (f.o.b.) by £42 million, to £402 
million, and an expansion in gold output by £15 million, 
to £197 million. This increase of £57 million in the total 
of merchandise exports and gold output was considerably 
greater than the increase of £9 million in imports, which 
totaled £494 million (f.o.b.) in 1956, and of £10 million, 
to £95 million, in the net deficit on current invisibles. 
The inflow of capital from overseas remained rather dis- 
appointing. Private capital movements showed a net in- 
flow of only £1 million in 1956, as a substantial outflow 


offset the receipt of £5 million of loans to the gold mines 
for uranium development and of millions of pounas of 
external capital invested in other industries. The Gov- 
ernment concluded no new external loans during 1956. 
and the drawings on loans extended by the International 


(IBRD) were 


more than offset by repayments on previous loans. The 


Bank for Reconstruction and Development 


current balance of payments is considered so strong. 
however, and the prospects for increasing exports of gold. 
uranium, wool, and other products so good, that the 
South African Government has decided upon a further 
relaxation of import control (see next item). 

The budget for the fiscal year April 1, 1957-March 31, 
1958, presented to Parliament on March 20, estimates 
expenditures on revenue account (i.e., ordinary exen- 
diture) at £273 million, or £9.3 million above the revised 
estimates for 1956-57. Revenue is expected to rise by 
£10.8 million, to £286.5 million, leaving £13.5 million 
for transfer to the 1957-58 loan account. Total loan 
account (development) expenditures in 1957-58 are esti- 
mated at £111.7 million and show an increase of £9.7 
million over the revised estimates for 1956-57. The rise 
in loan account expenditures is due chiefly to an increase 
of £5.1 million provided for railways and harbors and 
a further £5 million for investment in the Sasol (oil- 
from-coal) factory. In addition to the £111.7 million 
loan account expenditures, the Government will have to 
pay £2 million of installments on IBRD loans, £3.5 
million on a credit received from U.S. banks. and about 
£2 million on an expiring internal loan. The total to be 
financed in 1957-58 therefore amounts to about £119 
million. It is expected that £54 million of this amount 
will be met from certain taxes that are directly credited 
to the loan account, from repayments on loans, and from 
investment funds of the Public Debt Commissioners. 
Other prospective sources of finance are £12 million 
from the estimated revenue account surplus of 1956-57, 
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£13.5 million from the budgeted revenue account sur- 
plus of 1957-58, £4 million from drawings on the 1955 
IBRD loan. £10 million from new external loans, and £15 
million from internal loans. Since the total of the amounts 
available from these sources is £108.5 million. the short- 
fall of possibly available finance for estimated loan 
account expenditure and debt amortization is around 
£10.5 million. If a proposed concession with regard to 
the estate tax is approved by Parliament, the shortfall 
would rise to £10.7 million. In order to cover this amount. 
the Minister of Finance has proposed imposing a savings 
levy of 10 per cent on the income tax paid by individuals. 
and of 6d. per pound on the tax paid by companies. dia- 
mond mines, and other mines. Gold mines will be ex- 
cluded from this levy. The amount received from the levy 
will be repaid after five years, with interest at an annual 
rate of 4.5 per cent. It is expected that the levy will yield 


about £10 million per year and that about £7.2 million 
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nesses. and Government is being maintained at peak 
rates. In March, consumers continued to purchase from 
retail stores at the same rate as in the preceding three 
months. The annual Survey of Consumer Finances con- 
ducted by the University of Michigan for the Federal 
Reserve Board reveals that consumers generally intend 
to maintain their present levels of spending. Federal 
Government outlays in the first eight months of the fiscal 
vear 1957 were 5 per cent higher than in the correspond- 
ing period of fiscal 1956, and the expenditures of the 
Department of Defense in the three months, January- 
March 1957, averaged one-sixth more than last year; the 
latter outlays are already running above the $38 billion 
rate proposed in the 1958 budget. State and local govern- 
ments are increasing their public works programs, and 
outlays on all types of public construction (including 
federal) were at a new peak in the first two months of 
the year. Businesses are planning to spend $37.4 billion 
on new plant and equipment during 1957—6!% per cent 
higher than in 1956 (see this News Survey, Vol. IX, 
p. 298). Since most of the scheduled rise in investment 
from 1956 to 1957 had already been accomplished by the 
first quarter of 1957, businesses will have to increase 
their spending by less than 2 per cent more in order to 
attain the investment goal for the full year. Second quar- 
ter outlays are already estimated at an annual rate of 
$38 billion, and estimates of investment in the second 
half of 1957, although still very tentative, are expected to 
be close to the first quarter rate. 


The First National City Bank of New York. 


Vonthly Letter on Business and Economic Con- 


Sources: 


ditions, April 1957, and The Journal of Com- 


merce, April 9, 1957, New York, N.Y. 


Increase in Canada’s Steel Capacity 


The rated ingot capacity of Canada’s steel furnaces 
reached 5.5 million net tons per annum as of January 1, 
1957, 6 per cent more than a year earlier. In the past two 
years there has been a cumulative increase of 12.7 per 
cent in annual capacity; in the past five years the addi- 


tion has totaled about 1.9 million tons, or 51.6 per cent. 


Source: The Globe and Mail, Toronto, Canada, March 25, 


1957. 


Other Countries 


Australian Import Restrictions 


The Prime Minister of the Commonwealth of Australia 
announced on April 1 the decision to permit additional 
imports to the value of £A 75 million per year, thus 
raising to £A 775 million the limit for imports in the 
financial year beginning July 1, 1957. It is expected that 


export income in the financial year ending June 30, 1957 


will be considerably more than £A 900 million, and that 
there will be a trade surplus in excess of £A 200 million, 
in contrast to a deficit of £A 46 million in the year ended 
June 30, 1956. International reserves will probably in- 
crease by £A 150 million, bringing the total to over 
£A 500 million by June 30, 1957. 

Amplifying the Prime Minister’s statement, the Min- 
ister for Trade said that the relaxations which would come 
into force immediately would be spread over a wide 
range of commodities. All quotas for Category B goods, 
covering chiefly consumer goods, will be increased by 
662, per cent; and Category A quotas for consumer-type 
goods will be increased substantially. In addition, in- 
creases will also be made in the quotas of some items in 
Category A and in allocations for some goods in the 
Administrative Category, permitting increased imports 
of equipment and raw materials, to enable industry to 
achieve more economical production. 

The Minister also stated that the Government is review- 


ing the entire question of imports of motor vehicles and 
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ing. The most important of these changes is the abolition 
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South African Economic Developments and Budget 

The national income of the Union of South Africa 
increased by nearly 3.5 per cent, to £1,545.7 million, in 
the year ended June 1956. Income accruing to non-Union 
factors of production amounted to £206.2 million, so 
that the total “geographical” income in 1955-56 was 
£1,751.9 million, compared with £1,672.5 million in the 
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National accounts for the calendar year 1956 are not yet 
available, but it would appear that there was a slight 
increase in real national income and that gross domesti 
capital formation in 1956 did not differ substantially 
from the figure registered in 1955, which was £472 mil- 
lion and equaled 26 per cent of gross national product. 
The principal industry in which there was actual retro- 
gression in 1956 was the building industry. Employment 
in building was 7 per cent below that in 1955, and the 
value of building plans passed in the principal urban 
areas declined by 15 per cent. The Government has an- 
nounced plans that will help to check the decline in 
building activity. The employment figures in all other 
sectors of the economy were somewhat higher in 1956 than 
in 1955. but the increases were not so large as in the 
preceding few years. 

For the first time in its history, South Africa’s balance 
of payments on current account showed a surplus. The 
favorable balance of £10 million resulted from a rise in 
merchandise exports (f.o.b.) by £42 million. to £402 
million, and an expansion in gold output by £15 million, 
to £197 million. This increase of £57 million in the total 
of merchandise exports and gold output was considerably 
greater than the increase of £9 million in imports, which 
totaled £4194 million (f.o.b.) in 1956, and of £10 million. 
to £95 million, in the net deficit on current invisibles. 
The inflow of capital from overseas remained rather dis- 
appointing. Private capital movements showed a net in- 
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Bank for Reconstruction and Development 


current balance of payments 1s considered so. strong. 
however, and the prospects for increasing exports of gold, 
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relaxation of import control (see next item). 

The budget for the fiscal year April 1, 1957-March 31, 
1958. presented to Parliament on March 20. estimates 
expenditures on revenue account (1.€., ordinary ex en- 
diture) at £273 million. or £9.3 million above the revised 
1956-57. 


estimates for Revenue is expected to rise by 


£10.8 million, to £286.5 million, leaving £13.5 million 
for transfer to the 1957-58 loan account. Total loan 


account (development) expenditures in 1957-58 are esti- 
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of £5.1 million provided for railways and harbors and 
a further £5 million for investment in the Sasol (oil- 
from-coal) factory. In addition to the £111.7 million 
loan account expenditures, the Government will have to 
installments on IBRD loans, £3.5 


million on a credit received from U.S. banks. and about 
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£2 million on an expiring internal loan. The total to be 
financed in 1957-58 therefore amounts to about £119 
million. It is expected that £54 million of this amount 
will be met from certain taxes that are directly credited 
to the loan account, from repayments on loans, and from 
investment funds of the Public Debt Commissioners. 
Other prospective sources of finance are £12 million 
from the estimated revenue account surplus of 1956-57, 
£13.5 million from the budgeted revenue account sur- 
plus of 1957-58, £4 million from drawings on the 1955 
IBRD loan, £10 million from new external loans, and £15 
million from internal loans. Since the total of the amounts 
available from these sources is £108.5 million. the short- 
fall of 


account expenditure and debt amortization is around 


possibly available finance for estimated loan 
£10.5 million. If a proposed concession with regard to 
the estate tax is approved by Parliament, the shortfall 
would rise to £10.7 million. In order to cover this amount. 
the Minister of Finance has proposed imposing a savings 
levy of 10 per cent on the income tax paid by individuals. 
and of 6d. per pound on the tax paid by companies, dia- 
mond mines, and other mines. Gold mines will be ex- 
cluded from this levy. The amount received from the levy 
will be repaid after five years, with interest at an annual 
rate of 4.5 per cent. It is expected that the levy will yield 


about £10 million per year and that about £7.2 million 
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of this will be collected in the fiscal year 1957-58. The 
final shortfall of available finance would thus be reduced 
to £3.5 million: because of the likelihood that the actual 
loan account expenditures in 1957-58 will not equal the 
estimate, the Minister of Finance did not deem it neces- 
sary to make special provisions for meeting the residual 
£3.5 million. Referring to the need to raise a net amount 
of £15 million through domestic loans, the Minister of 
Finance in his budget speech made a strong appeal to the 
public to invest in government loans. He mentioned that 
the Treasury is considering the possibility of making gov- 
ernment stock available “on tap” to the public in order 
to aid the larger savers who have complained that they 
do not always have the cash available at the time when 
the government loans are issued. 

With regard to the Government's fiscal policy in gen- 
eral, the Minister of Finance stated that, although prices 
in South Africa rose during 1956 by only some 2 per 
cent—a much slower rate of increase than in previous 
years—it could scarcely be maintained that the danger 
of inflation had completely disappeared. It would be 
most irresponsible to depart from the practice of 
financing a portion of the Government's capital works 
from current revenue. unless the Government were con- 
vinced that there were sufficient savings in the country 
which the Government could borrow to meet the loan 


account expenditures. 
l nion of South Africa. 
March 20. 1957. and South 


Bank. Quarterly 


Sources: Budget Speech. 


African Reserve 
Bulletin of Statistics. 
March 1957. Pretoria. South Africa 


Import Restrictions in South Africa 


In a statement to Parliament on March 21, the South 
African Minister of Economic Affairs announced that the 
following items had been added to the list of goods which 
may be imported under automatic permit: certain textile 
piece goods, tractors. films and photographic material 
(excluding cameras), cash registers, typewriters and 
other office equipment, weighing scales, industrial ma- 
chinery, oil and grease, certain fencing materials, asphalt 
and bitumen, hearing aids, scientific and veterinary in- 


struments, aircraft. elevators, and outboard 


motors. 
Furthermore, importers’ full requirements of motor 
scooters and buzz-bicycles and of passenger cars whose 
retail price at the coast is less than £800 will now be 
covered on a replacement basis: in other words, the 
relevant import permits will be replaced to the extent 
that importers sell suc h vehicles. Persons who use sut h 
cars abroad for two months will be permitted to import 
them when returning to South Africa. The quotas for 
imports of cars exceeding a retail price of £800 in South 
Africa and having an f.o.b. price of less than £600 in the 


country of origin will be increased by 10 per cent. Import 


quotas for a number of makes of cars which are imported 
fully assembled have been increased 40 per cent above the 
1956 allocations. The allocation of quotas for spare parts 
for passenger cars and agricultural implements has been 
discontinued, so that importers are now free to apply for 
permits in respect of their full requirements. To take 
account of the expansion by many business concerns, 
and particularly new businesses, since 1948, adjustments 
are being made in allocations of import licenses for con- 
sumer goods, which thus far have been allocated on the 
basis of a percentage of 1948 imports. Accordingly. a 
number of holders of permits to import consumer goods 
will receive allocations in addition to the provisionally 
established limit of 5315 per cent of 1948 imports. This 
relaxation will result in an increase of some £3 million 
in permits for consumer goods over the amount allocated 
in 1955. A further relaxation consists of raising from 
£50 to £100 per person the maximum value of goods 
which tourists may bring home. Finally, the authorities 
have decided to abolish the so-called letters of authority. 
which used to be issued to importers of industrial raw 
materials, consumable stores, and spare parts for main- 
tenance, and which assured them of the subsequent avail- 
ability of import permits up to a stated amount and 
against confirmed orders. From now on, the import per- 
mits will be issued directly. 

It is estimated that, in 1956, 14 per cent of South 
Africa’s imports were subject to actual restriction, i.e., 
passenger cars which accounted for £25 million or 6 per 
cent, and consumer goods which accounted for £37 mil- 
lion or 8 per cent, of total imports (excluding govern- 
ment stores). Raw materials and other liberalized import 
items accounted for £260 million or 57 per cent of the 
total, plant and machinery for £74 million or 16 per cent, 
and commercial vehicles and petrol for £60 million or 
13 per cent. 

Sources: Union of South Africa, Statement by the Min- 
ister of Economic Affairs, 
Africa, March 21, 1957; The Financial Times, 


London, England, March 21, 1957. 
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